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Notes 
Statements of Position of the Accounting 
Standards Division are issued for the general 
information of those interested in the subject. 
They present the conclusions of at least a 
majority of the Accounting Standards 
Executive Committee, which is the senior 
technical body of the Institute authorized to 
speak for the Institute in the areas of financial 
accounting and reporting and cost accounting 
The objective of Statements of Position 
is to influence the development of accounting 
and reporting standards in directions the 
Division believes are in the public interest. It 
is intended that they should be considered, as 
deemed appropriate, by bodies having 
authority to issue pronouncements on the 
subject. However, Statements of Position do 
not establish standards enforceable under the 
Institute's Code of Professional Ethics. 
REPORTING THE EFFECTS OF GENERAL PRICE-LEVEL CHANGES 
IN FINANCIAL STATEMENTS 
The Accounting Standards Executive Committee of the American 
I n s t i t u t e of C e r t i f i e d Public Accountants has considered the 
Discussion Memorandum, Reporting the E f f e c t s of General P r i c e - L e v e l 
Changes in F i n a n c i a l Statements, dated February 15 , 1974, and has 
formulated on behal f of the Accounting Standards D i v i s i o n t h i s 
Statement of P o s i t i o n on the i s s u e s ra i sed in t h a t document. 
RECOMMENDATION 
The D i v i s i o n recommends t h a t r e p o r t i n g the e f f e c t s of general 
p r i c e - l e v e l changes should be required as information supplemental 
to the conventional h i s t o r i c a l - d o l l a r f i n a n c i a l statements. The 
bas is f o r t h a t recommendation and suggested methods to be used 
in i t s implementation are se t f o r t h in the remainder of t h i s 
Statement of P o s i t i o n . 
THE MAJOR ISSUES 
ONE: I s F i n a n c i a l Information Which has Been Restated f o r Changes 
in the General Pr ice Level Useful? 
The D i v i s i o n b e l i e v e s t h a t f i n a n c i a l information r e s t a t e d 
f o r changes in the genera l p r i c e l e v e l i s u s e f u l , p a r t i c u l a r l y 
in the present economic c ircumstances. APB Statement No. 3, 
issued in 1969, noted that "changes in the general purchasing 
power of money have an impact on almost every aspect of economic 
a f f a i r s , i n c l u d i n g such d i v e r s e matters as investment, wage 
n e g o t i a t i o n , p r i c i n g p o l i c y , i n t e r n a t i o n a l t r a d e , and government 
f i s c a l p o l i c y . " Since 1969 the annual r a t e of i n f l a t i o n has 
t r i p l e d in the United S t a t e s . 
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Companies in countr ies which have experienced extreme r a t e s 
of i n f l a t i o n have used restatement techniques f o r present ing t h e i r 
bas ic f i n a n c i a l statements. Although the r a t e of i n f l a t i o n in 
the United S t a t e s i s s i g n i f i c a n t l y higher than in the p a s t , the 
D i v i s i o n b e l i e v e s i t i s too e a r l y to consider r e p l a c i n g h i s t o r i c a l -
d o l l a r f i n a n c i a l statements as the b a s i c f i n a n c i a l s tatements. 
Economic d e c i s i o n s , however, are being made based p r i m a r i l y 
on i n t u i t i v e eva luat ions of the impact of i n f l a t i o n . The 
D i v i s i o n b e l i e v e s that such impact should be q u a n t i f i e d and pre-
sented as supplemental information so that users of f i n a n c i a l 
statements can base t h e i r d e c i s i o n s on more r e a l i s t i c measures. 
TWO: Do the B e n e f i t s of Making P r i c e - L e v e l Adjusted Accounting 
Information A v a i l a b l e Outweigh the Costs Involved? 
In some c a s e s , the c o s t s t o develop p r i c e - l e v e l adjusted 
accounting Information may be s i g n i f i c a n t . However, the D i v i s i o n 
does not b e l i e v e that such c o s t s w i l l be p r o h i b i t i v e , p a r t i c u l a r l y 
i f the FASB permits the use of reasonable approximations. 
F i e l d t e s t s i n d i c a t e that the major c o s t s w i l l involve the 
i n i t i a l restatement . APB Statement No. 3 suggests c e r t a i n s h o r t -
cut techniques f o r i n v e n t o r i e s (Appendix C, Step 3 ) ; s i m i l a r 
approaches could be taken in other a r e a s . For example, i f uni t 
records do not e x i s t f o r f i x e d a s s e t s , a l a s t - i n , l a s t - o u t assumption 
could be made in r e c o n s t r u c t i n g f i x e d a s s e t c o s t s by date of ac-
q u i s i t i o n . The D i v i s i o n suggests t h a t the Board permit such ap-
proaches when they minimize the s t a r t - u p problem, provided that the 
r e s u l t s are not unreasonable. 
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In concluding t h a t the b e n e f i t s of p r i c e - l e v e l a d j u s t e d 
account ing informat ion w i l l outweigh the c o s t s i n v o l v e d , the 
Division assumes t h a t a reasonable time w i l l be provided f o r 
implementation and t h a t the requirement w i l l n o t , a t l e a s t 
i n i t i a l l y , apply t o a l l e n t i t i e s . Recommendations on these 
two p o i n t s are presented e lsewhere in t h i s Statement of P o s i t i o n . 
THREE: To Which E n t i t i e s Should a Requirement f o r P r e s e n t a t i o n 
of P r i c e - L e v e l Adjusted F i n a n c i a l Information Apply? 
The impact of changes i n the g e n e r a l p r i c e l e v e l i s p e r -
v a s i v e . I n f l a t i o n a f f e c t s a l l e n t i t i e s , p r o f i t - m a k i n g or non-
p r o f i t , l a r g e or s m a l l , p u b l i c or p r i v a t e , c o r p o r a t e or p r o p r i e t o r -
s h i p . The D i v i s i o n does not f i n d any b a s i s i n p r i n c i p l e f o r 
r e q u i r i n g p r i c e - l e v e l a d j u s t e d in format ion from some e n t i t i e s 
and not from o t h e r s . N e v e r t h e l e s s , f o r p r a c t i c a l reasons the 
D i v i s i o n has concluded t h a t any FASB Statement should be a p p l i c a b l e , 
at l e a s t i n i t i a l l y , only t o bus iness e n t i t i e s f i l i n g f i n a n c i a l 
s tatements prepared i n accordance wi th g e n e r a l l y accepted account-
ing p r i n c i p l e s w i t h the SEC or o ther r e g u l a t o r y a g e n c i e s . 
As t o o ther companies, the D i v i s i o n makes no recommendation 
but b e l i e v e s t h a t any requirement t o present p r i c e - l e v e l a d j u s t e d 
i n f o r m a t i o n should await f u r t h e r e x p e r i e n c e . Seven of the f i f t e e n 
members of the Accounting Standards Execut ive Committee b e l i e v e 
t h a t the Statement should e v e n t u a l l y be extended t o a l l bus iness 
e n t i t i e s ; t h r e e of those seven b e l i e v e t h a t an e f f e c t i v e date 
f o r such e x t e n s i o n should be s p e c i f i e d i n the Statement. 
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RESTATEMENT TECHNIQUES 
ONE: Which Price-Level Index 
The D i v i s i o n recommends the Gross N a t i o n a l Product I m p l i c i t 
P r i c e D e f l a t o r as the most a p p r o p r i a t e measure of changes in the 
g e n e r a l p r i c e l e v e l in the United S t a t e s f o r f i n a n c i a l r e p o r t i n g 
purposes . APB Statement No. 3 recommended the GNP D e f l a t o r and 
the D i v i s i o n knows of no reason to b e l i e v e the GNP D e f l a t o r i s 
not as p r e f e r a b l e now as i t was in 1969. 
TWO: Restatement in D o l l a r s of Current Purchasing Power 
The purpose of p r i c e - l e v e l a d j u s t e d account ing Information i s 
to present the f i n a n c i a l p o s i t i o n and r e s u l t s of o p e r a t i o n s of 
an e n t i t y i n terms of a c u r r e n t u n i t of measure which i s r e l e v a n t 
and understandable , not t o present the d e t e r i o r a t i o n of the d o l l a r 
from some a r b i t r a r y base po int in the p a s t . The D i v i s i o n b e l i e v e s , 
t h e r e f o r e , t h a t a l l amounts in p r i c e - l e v e l a d j u s t e d f i n a n c i a l s t a t e -
ments should be s t a t e d i n terms of d o l l a r s of purchasing power at 
the l a t e s t ba lance sheet d a t e . 
The D i v i s i o n recommends t h a t the Board r e q u i r e the use of a 
symbol o ther than the d o l l a r s i g n a lone i n p r i c e - l e v e l a d j u s t e d 
f i n a n c i a l s tatements t o c l e a r l y emphasize the d i f f e r e n c e between 
the monetary u n i t s used i n h i s t o r i c a l and in r e s t a t e d f i n a n c i a l 
s t a t e m e n t s . For example, APB Statement No. 3 uses a date sub-
s c r i p t f o r t h a t purpose. 
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THREE: D i s t i n c t i o n between Monetary and Nonmonetary Items 
The D i v i s i o n b e l i e v e s that the c r i t e r i a f o r d i s t i n g u i s h i n g 
between monetary and nonmonetary items as se t f o r t h in APB 
Statement No. 3 are a p p r o p r i a t e . The D i v i s i o n r e a f f i r m s the 
p o s i t i o n in that Statement as to deferred income tax d e b i t s 
and c r e d i t s , unearned revenue and p r e f e r r e d s t o c k . 
FOUR: Limits to Restatement of Nonmonetary Assets 
The D i v i s i o n b e l i e v e s that the r e s t a t e d amount shown f o r 
nonmonetary items in p r i c e - l e v e l adjusted f i n a n c i a l statements 
should not exceed market value f o r those a s s e t s c a r r i e d at the 
lower of cos t or market in h i s t o r i c a l - d o l l a r f i n a n c i a l s tatements , 
or recoverable cost f o r those a s s e t s which would be reduced to 
recoverable c o s t i n h i s t o r i c a l - d o l l a r f i n a n c i a l statements under 
e x i s t i n g g e n e r a l l y accepted accounting p r i n c i p l e s . As to the 
l a t t e r , the Committee considered but reached no conclusions as to 
problems in determining recoverable cost , inc luding the i n t e r -
r e l a t i o n s h i p , i f any, between recoverable cost and the e f f e c t of 
purchasing power gains from long-term debt . 
In e i t h e r c a s e , the e f f e c t of income taxes should be a con-
s i d e r a t i o n in determining the need f o r a write-down. Assume, 
f o r example, that an a s s e t c o s t i n g $100 would be r e s t a t e d to $150, 
which c o i n c i d e n t a l l y represents the current s a l e s p r i c e , and that a 
$25 income tax would r e s u l t from s a l e . Market value (or r e c o v e r -
able c o s t ) in t h i s case would be $125. 
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FIVE: Income Tax Allocation 
The Division agrees with APB Statement No. 3 t h a t income 
tax allocation f o r d i f f e r e n c e s between h i s t o r i c a l - d o l l a r and 
price-level a d j u s t e d f i n a n c i a l s tatements Is not a p p r o p r i a t e 
because such d i f f e r e n c e s are not " t iming d i f f e r e n c e s " as 
defined in APB Opinion No. 1 1 . The D i v i s i o n b e l i e v e s the 
disclosure recommended i n Paragraph 49(b) of APB Statement No. 3 
provides e x p l a n a t o r y i n f o r m a t i o n f o r the user of the f i n a n c i a l 
statements as t o the r e l a t i o n s h i p between p r i c e - l e v e l a d j u s t e d 
financial s tatements and income t a x e s . 
SIX: A l l General P r i c e - L e v e l Gains and Losses i n Current Income 
The D i v i s i o n a g r e e s w i t h the c o n c l u s i o n In APB Statement 
No. 3 t h a t a l l g e n e r a l p r i c e - l e v e l ga ins and l o s s e s which r e s u l t 
from h o l d i n g monetary a s s e t s and l i a b i l i t i e s should be included 
i n the determinat ion of c u r r e n t net income i n g e n e r a l p r i c e - l e v e l 
f i n a n c i a l s t a t e m e n t s . 
SEVEN: Updating F i n a n c i a l Statements of E a r l i e r Periods 
General p r i c e - l e v e l f i n a n c i a l statements of e a r l i e r p e r i o d s 
presented f o r comparative purposes should be r e s t a t e d i n terms 
of c u r r e n t purchasing power t o enhance i n t e r p e r i o d c o m p a r a b i l i t y . 
I f the Board r e q u i r e s the use of a d i s t i n c t i v e i d e n t i f y i n g symbol 
f o r p r i c e - l e v e l a d j u s t e d i n f o r m a t i o n , as suggested e a r l i e r , any 
p o s s i b l e c o n f u s i o n a r i s i n g from " r o l l i n g forward" p r i o r period 
f i n a n c i a l s tatements should be minimized. 
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EIGHT: Restating Fore ign Branches, S u b s i d i a r i e s and I n v e s t e e s 
The Division endorses the APB Statement No. 3 recommendation 
that financial s tatements of f o r e i g n branches or s u b s i d i a r i e s of 
U. S. companies to be included in combined or c o n s o l i d a t e d f i n a n -
cial s tatements should f i r s t be t r a n s l a t e d i n t o U. S. d o l l a r s 
and then r e s t a t e d f o r changes in the purchasing power of the 
U. S. d o l l a r . 
Four members of the Accounting Standards Execut ive Committee 
accept t h i s recommendation as a p r a c t i c a l expedient f o r the time 
b e i n g , but b e l i e v e t h a t t h i s i s a complex i s s u e r e q u i r i n g f u r t h e r 
in-depth c o n s i d e r a t i o n o f , among other t h i n g s , the nature of 
c o n s o l i d a t e d f i n a n c i a l s t a t e m e n t s . They observe t h a t account ing 
f o r f o r e i g n currency t r a n s l a t i o n i s the s u b j e c t of another FASB 
D i s c u s s i o n Memorandum and b e l i e v e t h a t f u r t h e r c o n s i d e r a t i o n of 
these i n t e r r e l a t e d i s s u e s w i l l be n e c e s s a r y as restatement techniques 
continue t o e v o l v e . 
NINE: Complete General P r i c e - L e v e l C a l c u l a t i o n s 
The D i v i s i o n b e l i e v e s t h a t a l l g e n e r a l p r i c e - l e v e l informat ion 
presented should be based on complete g e n e r a l p r i c e - l e v e l c a l c u l a t i o n s . 
Informat ion based on p a r t i a l r e s t a t e m e n t s should not be p e r m i t t e d . 
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TEN: Presentation 
The D i v i s i o n recommends t h a t , as a minimum, condensed 
g e n e r a l p r i c e - l e v e l f i n a n c i a l s tatements should be presented as 
in format ion supplemental to the h i s t o r i c a l - d o l l a r f i n a n c i a l s t a t e -
ments. This in format ion may be presented i n s e p a r a t e p r i c e - l e v e l 
a d j u s t e d statements or i n a note to the h i s t o r i c a l - d o l l a r s t a t e -
ments. In e i t h e r e v e n t , the d i s c l o s u r e s suggested in Paragraphs 48 
and 49 of APB Statement No. 3 should be made. Earnings per share 
data a l s o should be presented in the same mariner and d e t a i l as 
r e q u i r e d on the f a c e of h i s t o r i c a l - d o l l a r f i n a n c i a l s ta tements . 
However, the D i v i s i o n b e l i e v e s f u r t h e r a t t e n t i o n should be g i v e n 
to paragraph 48(e) because of i t s i n a p p l i c a b i l i t y to c e r t a i n 
a s s e t s t h a t are c a r r i e d at current market v a l u e and because of 
p o s s i b l e i n f e r e n c e s t h a t could be drawn about h i s t o r i c a l - d o l l a r 
f i n a n c i a l s tatements i n the absence of s i m i l a r d i s c l o s u r e . 
ELEVEN: Inter im F i n a n c i a l Reports 
The Accounting Standards Execut ive Committee was div ided on 
whether p r i c e - l e v e l a d j u s t e d account ing in format ion should be 
presented i n i n t e r i m f i n a n c i a l r e p o r t s . 
TRANSITIONAL PROBLEMS 
ONE: Effective Date 
The Division recommends that price-level adjusted information 
should be required for covered companies whose fiscal years end on 
or after December 31, 1975. Meanwhile, the Division urges the 
Financial Accounting Standards Board to encourage early implementa-
tion and to study any problems which may arise and to provide 
solutions at the earliest possible date. 
TWO: Restatement of Data for Periods Prior to the Effective Date 
The Division recommends that comparative information for 
years prior to the effective date of the Statement should not 
be required to be presented. Five members of the Accounting 
Standards Executive Committee holding a different view believe 
that restated data for prior periods should be presented for 
comparative purposes. 
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